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Negative Reserves. Negative reserves on any benefit may be offset
against positive reserves for other benefits in the same individual or family
policy, but if all benefits of such policy collectively develop a negative
reserve, credit shall not be taken for such amount.
4. Standard of Valuation for Policies of Type d or e.
For policies of Type d or e, the reserve shall not be less than the
pro rata gross unearned premium reserve.
5. Alternative Valuation Procedures and Assumptions.
Provided the reserve on all policies to which the method or basis is
applied is not less in the aggregate than the amount determined according
to the applicable standards specified above, an insurer may use any rea-
sonable assumptions as to the interest rate, mortality rates, or the rates
of morbidity or other contingency, and may introduce an assumption
as to the voluntary termination of policies. Also, subject to the preceding
condition, the insurer may employ methods other than the methods stated
above in determining a sound value of its liabilities under such policies,
including but not limited to the following: (i) the use of mid-terminal
reserves in addition to either gross or net pro rata unearned premium
reserves; (ii) optional use of either the level premium, the one-year pre-
liminary term, or the two-year preliminary term method; (iii) prospective
valuation on the basis of actual gross premiums with reasonable allowance
for future expenses; (iv) the use of approximations such as those involving
age groupings, groupings of several years of issue, average amounts of
indemnity; (v) the computation of the reserve for one policy benefit as
a percentage of, or by other relation to, the aggregate policy reserves,
exclusive of the benefit or benefits so valued; (vi) the use of a composite
annual claim cost for all or any combination of the benefits included in
the policies valued.
For statement purposes the net reserve liability for active lives may
be shown as (i) the mean reserve with offsetting asset items for net
unpaid and deferred premiums, (ii) the excess of the mean reserve over
the amount of net unpaid and deferred premiums, or (iii) it may, regardless
of the underlying method of calculation, be divided between the gross
pro rata unearned premium reserve and a balancing item for the "addi-
tional reserve."
Mortgage Guaranty Reserve Requirements
(Filed in the office of the Secretary of State January 15, 1964)
This Regulation shall apply to all insurers writing mortgage guaranty
insurance in South Carolina. Mortgage guaranty insurance is defined for
the purposes of this Regulation as the insurance of mortgage lenders
against loss by reason of nonpayment of mortgage indebtedness by bor-
rowers, and should not be confused with other kinds of insurance written
incidental to mortgage loan transactions such as mortgage redemption
life insurance, hazard insurance covering improvements to real property,
and credit accident and health coverages.


